J - DOCUMENT RESUME 



'ED .211 762 



CE 031 046 



AUTHOR 
TITLE 



INSTITUTION* 

* •' 

.SPONS AGENCY • 

PUB DATE 
CONTRACT 
NOTE 

* * m 

'available from 



EQRS PRICE 
DESCRIPTORS 



IDENTIFIERS 



Rassen , ..Rachel L. 

Getting Down, to Business: Travel •Agency, Module 9. 
[Student Guide]-. lEntrepreheurship Training 
Components. , • 

American Institutes £<>r Research in the Behavioral 
Sciences, Palo Alto,. Calif. . 

Office of Vocational and Adult Education (ED), 
Washington, D.C. 
Apr 81 

300-79-0535- , N 

93p.; For related^ documents see CE 031 026-101 and CE 
Oil 324. 

Wisconsin Vo'caft ionaX . Studies Center / 964 Educational 
Sciences Bl<2g.», Madisbn , Wt\53706 (Order No. 
ETC100Z1, $6.00. 25% discount on 100 or more of same, 
title. Complete set — ETC100— $200 . 00 ) . 

MF01/PC04 Plus Postage. 

Administrator Role; Advertising^ *Business 
Administration; *Business Education; *Business 
Skills; Financial Support; Learning Activities;. 
Learning Modules; Money Management; Recordkeeping; 
Salesmanship; Secondary Education ^ 
*Entre'preneurship; Small Businesses; *Travel 
Industry 



ABSTRACT 



At 



agency 



This mddule on owning and operating a travel 
is one of 36 modules in a* series on entrepreneurship. The 
introduction Veils the student what topics wi^l be covered and 1 * 
suggests other modules to read in related occupations. Each unit 
includes student goals, a case jstydy, and a discussion of the unit 
subject matter. Learning activities are divided into individuaTl* 
activities, discussion qirt^fkions, and a group activity. Units .(and 
subject matter) in this, module aregplanning your business (type of 
customers; competit ion ;' franchising; p^rsdnal/qualities; legal' 
re<Jj^j:ements) ; choosing a location (questions to ask when choosing a 
siJfe; renting or leasing a storefront).; getting money to start" 
(business plan; how muph money is needed; fixtures and equipment,' 
Computers; statement of financial need) ; being in charge (building f 
the business; hiring; communication); organizing the work (suppliers; 
selling travel; ticketing and itineraries; work schedule); setting, 
prices (who sets prices; profits; tyflsindss accounts; gelling, 
vacations; package 1 tours; group totirs); advertising and selMng .(vhy 
advertise; how to advertise; gimmicks; qualities of a good ad),;'' 
keeping financial records (why keep records; giving credit; monthly « 
cash sheet); and keeping your business, successful (keeping track; of % 
profits; net profit; profit/expense ratips; how to raise .profits; 
expanding) • A summary *nd quiz complete the document. jA teacher's 
guide is available far this module.) (CT) 
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, , ItfTRODjUCTION . • ' 

How are you going to' use your job skills .after you finish 
school? 

- % „ * 

Have you ever thought about starting your own travel agency 

This module describes people who have started and managed 
travel agencies. It gives^you an idea of what they do and 
some of the special skills they need. 

You will read aboutr 

planning a t raved agency 
choosing a location 
getting money to start . 

being in charge (V \ 

organizing the work # % 

setting prices 

advertising and- selling f • „ 

keeping financial- records 

keeping your business successful _ 



You will also have>a chance to practice* some of the things 
that travel agency owners do. ; 

Then you will have a better idea of whether a career as a , 
travel agency owner is for you. 



Before you study this module, you might want to. read 
Module 1, Getting Down to Business: What's It All About? 



When you finish this module, ydu might want to rgad 

Module 7, Getting flowri to Business: Apparel Store ; 

Module 10, Gettink Dawn to Business: Bicycle Stbre ; 

Module 12, Gettiqj Down to Business: Business and 

' ... Personal Service ; 

• |g^Ie 13, Getting Down to Business: Innkeeping . 

These mbcfules are related to other retail businesses. 



UNIT 1 " 

" ■ • ■ J , 

Planning £ Travel Agency 



To help you plan your travel agency. 

* 

ObjectiVe 1: Describe the products, services, 
customers, .and competition of a travel agency. 

• 

Objective 2: . List the personal qualities of a 
successful travel agency owner. 

'Objective 3:' List three ways to help your business 
compete successfully with other travel agencies. 

Objective - 4: List one or more legal requirements 
for operating a travel agency.. 
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DANIELLE OPENS A TRAVEL AGENCY 



Danirel-le describes hoW she feels a,bout owning a- travel 
agency <^ "If you get ihto the travel agency business for 
the money, then you're "going to be disappointed very 
quickly* .Some people get into this business because they 
think it will be glamorous and full of adventure 'and cheap 
travel. Sure, you'll have plenty of chances to travel, but 
if- you're traveling, you're not min4ing the business. 
There's hardly any time for that fringe benefit." • 

DSrtidlle Efenti started working for Gardner's Travel 
Agency in* 1972*. "W]tien I first started, I did everything— 
typed,/ swept floprs, made the coffee, and * wrote tickets. I 
was working for good people. I just rjaally got excited 
about the business." . Four years later Danielle w^s made 
the office -manager. When she was offered a chance to buy 
into the business by opening 'a franchised office ^of the 
agency, she jumped at the chance. Danielle wanted her own 
business. ' 



This 



Danielle paid a franchise fee to open \^r agency, 
meant she bought the license to -sell Gardner 1 ^ Travel 
Agency's services in her area. The franchisor recommended 
that she locate her office located in a suburban sliop$ing 
area*. \ ' . 

'I* 

"It's ^ crazy business. , Prices and policies- change 
faster, than the news can travel.-* You've got to -be on top 
of things all the/ time, ,,£nd* when you quote a price that 
wa^ okay yesterday but is $25 nfore today, you're the ofie 
who'll pay extra because it was ^our mistake — t not your • 
client ' s/* 



/ 
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Planning a Travel Agency 

• A, » 

, , YoU probably .already have some id^a of what a travel agency does. If 
you </ant to travel^ on vacation or bus4ness and need tickets, hotel reser- 
vations > and some kind of ^transport at ion around town, you can go to a 
travel .agent who will make all these arrangements for. you. 



An important thing to keep in mind about the travel business a is that 
yottr income does jaot come* directly ^from your sales*. You may average over 
a million dollars a year in sales, but your income corned from commis- f 
sions, which are fixed by the ^airlines, railroads, and hotels. 



In this unit we will talk abcmt the types of things you should con- 
sider in planning. to open a travel agency. . ^ v 



Glamour, the Big Attraction 

Many people =get into the travel business ^because thefr love travel, 
and ttiey think £hat opening a travel agency will let th^ta combine ^a 
glantf>rous career, adventutfe, and excitement with a business that makes a 
•lot of money. Most of us can only dream about taking trips around the 
world- — at no cost or at bargain prices. But travel agents do get these 
opportunities. \ 

\ 

# < 

If you travel a lotf, you'll never get any work done. The travel 
business is* very competitive, and ft takes *a dedicated^and hard-working 
businessperson to open and operate a successful travei agency*. In fact, 
many travel agents find that they can't afford the time to travel. 
Xjnstead, they find themselves tied to the office where their business 
knowledge, management- ability , and*s$lling skills are needed J. n order* to 
operate a successful business. 



r 

Who Will Come to You ? .. • - 

Anyone 'who has to, make arrangements for a trip nray, come "to you. M4ny 
people'.travel on'their vacations, but the bread-and-butter business of 
travel agencies comes from the frequent business tra-veler. 

Many travel agencies that are doing very well have longstanding 
arrangements with tjig and small companies. These "commercial accounts" * 
are usually businesses thatrnise the services of a traVel agent regularly. A 



Is There Room fot You ? . . * 

^-7- . • . • ' . • . 

• The tr.avel business is highly competitive. Bigness* is* important in 
attracting Regular clients. With almost dally changes, in air fa^esf and 
schedules., agencies have become- increasingly dependent on expensive coni- 
puters to provide the mast recent information. There is a trend today ii\ 
the travel business toward franchising -*nd group arrangements'. 

i 

However, ^tT^independerit owner of a. tra^fel ^agency 'can still make it. 
Personal servioe *is the name of the game. Larger agencies Are successful 
with the help of computers, but* small agencies car^give personal service 
to clients. Danielle points out:, "If you are^oing, to be, lazy and ordi- 
nary, there is no way you're going to make^l-t. You've got to go out and 
get the business. You've got to be able toNsell, and you've g6L^o„ have 
a lot of imagination to give your custofagxx what they want^ and a little * 
more. If you lctee 'clients, it's because you' ve^ failed to meet their 
needs."* 

> . •» 

According to Danielle, the real competition is nop ^other travel agen- 
cies, but other businesses tjiat sell things like sports equipment (skis r 
camping gear, tennis rackets, etc.). "People don't hafre much money thes? 
days. They are being v^ry careful in how they choose to. spend those- few 
leisure dollars that are left over after all the bills are paid., Obvi- 
oiisly, it's cheaper to buy a 'tennis racket and outfit than a* tour package 



to Europe — and you will have it a lot longer*. To be successful, you've 
got to be able to sell travel to your^clients. 99 



Should You Go It Alone, or- Should You Franchise ? 

» 

1 0 

* 

-Many travel agents have chosen to franchise their businesses* "What 
does'opening a franchise mean? 



You t can find franchise operations in many businesses. Colonel * 
Sanders, McDonald's, Midas Muffler, and H R Block are examples of some 
well-known national franchises. If you buy into a franchise business, 
your freedom is limited. But at the same time, a franchise gives you 
"instant recognition" — and an immediate reputation for goods and service 

When ydl^buy a franchise, you own the business, but you operate it a 
^though it were j^art of a large chain. Under a franchise, products and* 
services are standardized, and^ytfU Jwill have little flexibility in plan- 
ning^§j|^r appearance and your advertising. You will ha*ve to pay the 
franchisor 'a fee— a percentage of your 

But the "name'* you get when you buy into a franchise can get you 
customers quickly. This can help you stay afloat in the first year or 
so, when many other new agencies are failing. 



Is Running a Travel Agency for You ? 

Experience . You can get much of the experience you need by working- 
in a travel ageftcy for someone else. You should have this experience 
before you go into business for yourself. And you need gpod typing and 
Clerical skills. 

There are also schools and special courses available to train quali- 
fied travel agents. For example, the Institute for Certified Travel 
Agents (IC^^ offers classes and correspondence courses to train and 
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certify . travel agents. M^ny community colleges and universities are also 
offering courses/ were is a lot to learn#irvthis business', and some- 
times on-the-job experience isn't enough* * , # 

Personal*' qualities * Even if you have the skills and experience to • 1 
work in a travelOigency , yod may not like it. Or you flaay not like run- 
. nlng yoyr own business. Danielle says: , . 

* • \ . 

"Ybu have to be organized if you want to succeed in this business; ^ 
s*lou have to be able tQ listen to your cliertts^fc-not just what thay^say, 
but also what they d©ta ! t say. Patience is not oqly a; virtue 'in this 
business, it's a must. It* helps if you 5re outgoing and not afraid of 
people.' You have to like working with the public; and, o^ course, a sense 
of humor is absolutely essential! And on top of all .this, you have to be 
flexible-, because everything in the business is constSfttly changing— 
fares, schedules, equipment, and clients who change their minds." 

« ♦ * * - * 

Legal requirements . As tbe owner of a business, there are forms to 

tiXX out and licenses to get. These are vlegal-* requirements -any business 
will have to- meet. ^ . v ' ^^K* 

• Sbfte cities require licenses just to open. 

• A "use of occupancy certificate" may be required to open an 
office. • ' * * 

• Zoning restrictions may inflyence decisions as to where you can 
open'your office. ^ ^ * 

• You may have to file a "fictitious name statement" with^tfce, 
county/. Since the namp of the business may not have yqur iiame m 
in it, this is 4 statement telling who the owner is. / 

• You wi^l haVe'to apply for an Employer's Identification (EI) ^ 
number from the Internal Revenue Service. * 

' * . ' ; 

* ^ You will also need t6 *buy insurance to protect your agency- A basic 

plan may include fire insurance, liability insurance, crime coverage, ~. f 

automobile insurance (for company-owned cars), workers 1 , compensation 

insurance, and business interruption insurance. 



But there are additional requirements in the travel business. The 
major requirement is Air Traffic Conference (ATC) and International Air 
Transport Association (IATA) certification. Unless your travel 'agency 
can meet ATC requirements (which affect personnel qualifications, loca- ' 
tio,n, finances, and other evi'dehce of serious business purpose), an 
agency Qannot earn* aitline commissions. And these commissions may 
account for^ almost 75% of your income! In addition, you will liave to 
arrange for surety bonds and Error ^and Omissions Insurance. 

' . ' • . V' ; *' • j 

Summary * * 

There is a lot »of competition in the travel business. To a great 
extent, tHe reputation of your agency will depend on the quality of 
personal service and attefttion yqu give your clients. Your agency may^ 
handle a lot of sales, b|it your income^ will depend on the commissions you 
make from your sales. There are many legal regulations and restrictions' 
in the travel business. Although there is a trend in the business toward 
franchising and centralizing, there is still room for a small independent 
travel agency to succeed. ' 
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Learning Activities 

Individual Activities « / 

v \ ■ 

1. Look up "travel agency** in the Yellow Pages 6f your phone book. ^ 

* i 

Which agencies would probably be your competition? List the dif- 
ferent types of services they offer. 

2. Do you Jiave the right personality and interests to open and run a 
travel agency? List tl\ree personal traits r or experiences that you 

* . t*hink would -help makfc you successful. 

r 

3. What subjects are you studying nowtthat would help you run a travel 



agency? 



i ■ < 



%. One day^|ou sold k variety of tickets and reservations. Given the 
following breakdown of types of sales and commission rates (not 
including tax), compute how much 'commission your agency made on that 
day. For example, if you sold a ticket for $100 and your commission 
rate was 7%, you would make a $7.00 commission. * 

Type of Hcket /Reservation Amount Commi<6sfro& Rate Your Commission 

a. airline tickets $5,*273 7* , $ : 

b/ steamship cruise 4,189 H% $ 

c. three-week European tour 3, '554 17% % $ 

d. ^railroad tickets 925 8h% * $ 1 

e. hotel reservat ions 1, 619 7h% i_f 

f. car rentals 420 9% $ 



5. What is a franchise? Why is there a trend in the travel busine'ss 
toward franchising? J 

i 
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Discussion Questions 

1. 'Discuss the reasons why travel' agencies are risky businesses. What 

are some of the ways you can make, your travel agency successful? 

2. Who would be the customers for your travel agency? What are some 
reasons why they woiil4 be interested ia your services? * 

! ' / 

3. Why does ^Danielle feel that her real competitors are the sports 
stores rather than other travel agencies? 

4. Call your state licensing agency. Ask about the legal jj^cjuirementrs 
for opening and running a travel agency. Make a list of these 
requirements and the forms you will have* to complete. 

5. In the travel business your income comes from the commissions you 
make on sales, not from the sales themselves. How do you think this 
affects business practices? 



Group Activity 

Go out in your community and interview the owner of 'a travel agency. 
Prepare a report >that briefly describes how the agency is operated. 
Include important details such as the following: 

a» 1 type of ownership and how the business was started; 

b. services offered, .including delivery, credit, etc.; 

c. total number of employees; and n 

d- training experience of the owner and the employees. 
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UNIT 2 



Choosing a Location 



Goal: To help you choflse the right location for your 
travel business. 



Objective 1: List three things to think about^in 
deciding where to locate your travel agency. 

Objective' 2: Choose the best .location for opening a 
travel agency. 0 
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v DANIELLE'S LOCATION 



Danielle describes the advantage' of her business loca- 
tion. H As you^can see, we're located in the middle of jj one 
of the busiest - shopping centers in the area. The traffic 
that goes through here is incredible. Some people will 
tell you that a location like this is not good for a gravel 
agency because we get a lot of 'lookers' —people who aVe 
curious and -just , want to look around and have some ques- 
tions answered. They're not here to buy, but we're not 
about to throw them out the door. They just may come back 
sometime. But while they're in here they take up a lot of 
our time. 

"Most of my business comes from the industrial park 
down the street. Those people like to travel a lot, and 
they'll come to me to make their travel arrangements and 
plan their schedules. That business ar£a is the main 
reason why this is such a good location fgr my travel • . 
agency. • s * 

"Also, this location meets all the requirements. % 
You may not have realized this, but ATC has to approve ydu* 
location when you apply for membership. They tell you that 
an approved agency must be located in a convenient place 
with easy public access and appropriate signs. They will 
not approve a travel agency on the upper floor of a high- 
rise or in a hotel. The public has to have access to It. 
AnS I know this location meets that requirement." 
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Choosing a Location 
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You* Come Fir's t 
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You can open up a travel agency in almost every kind of c,ity. But 
the city you choose must fit your ^ personal requirements. You have to 
think about weather^ family, friends^ housing, and recreational |acili- 
ties. If you'reynot happy living in or close to that city, you won't be 
ttfippy having a business there. 



Taking a Good Look Around »\ 

'Before, you choose a location for your agency, you will need to do 
some homework. If you open your agency, in a spot simply because it's 
close to home or in the first vacant spot, you may be in for ^trouble. 

» * * 

You 'should consider a number ,of facts* about the area in wjlich you are 
thinking of lbcating your agency. These include: 3 

• , the neighborhood's potential for growth;' , 

• , the ages, incomes, and interests of the people living o.r working 

there ; , ' ' 

# the competition in the'area; and • r 
- • the type of neighborhood — urban, suburban, or commercial.- 

There are 'many places where you can get information on good areas to * 

* » 
open a travel agency.' Community banks,, newspapers, census' information, 

Chamber of Commerce and utility x'omp^jhy reports will all provide informa- 

i 

tion on the area' you consider for your agency* See what you can find out 

■* ' 

about the businesses fti the area as well as th6 other travel agencies.' 

-v • - 
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Questions to Ask* When You Choose Your Sfte * 
w v 

' , ' V " 

Consider these questions when you pick the. specific site f or , your 
travel agency. * „ 

What types of people are your clients? ■ * 

What business was in this location before ^you and why did it 
close or move? ^ _ * 

How much competition will you' have from other travel agencies in 
' the area? * * 



Is this f v a site where a lot of people walk Ijy? Is public "parking 
available? 

In what condition are tWe street and storefront? Are repairs 



needed? « % 

How much space will you need? Is there room tp expand' later on? 
What- other kinds of stores are there in the neighborhood? Do 
many clients go there? . , 

How' good are the heating, lighting, and ventilation of -the . 
building? ^ < ^ 

#hat are the local zoning rules and regulation?? . v 

There are successful travel agencies in communities and small towns 
wi^h as few as* 20,000 people. However, these agencies are usually "<>the 
only game in town." ^ • ' 

\ , i * ' ' 

For highest volume of s^les'and profit,- you should consider locating 
your agency in or near a major industrial and business area. There will 
probably be other established travel agencies in the same area. b You will' 
all be competing for customers. But^while the competition may be more 
intense, there will. also, be a larger pool of potential customers 9 who will 
t>e needing* your services. * , **. 

-* • t 

i , * 

■ •* m 

Many successful travel agencies start by developing working relation- 
ships with large commercial accounts that require travel services regu- 
larly.^ It would-be to yout advantage to choosi a convenient location 
that is as close to as many l ( arge companies asVpossible. 
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* This can mean either an- urban suburban location:. It all depends 
on your clients—your taarket. In some ar^as, many businesses hate been 
moving to the suburbs-; that means you' should too. Some businesses af 
located in shopping centers and industrial parkjs. A lijttle bit of advance 
homework will help you figure out where your market ^s. Once you t^ve 
found yoi^f marW^t, your location decision should be easy. 

r ' . • *' 

An ideal location for a travel agency is a street-front office in a 
high-rise "office* building filled with businesses and potential business 
travelers. „This location will let'youjtap two types of clients at one 
time — thfe business traveler and the vacationer with leisure dollars to 



spend. 
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Renting or Leasing a Storefront 

After you find a good location^ you must arrange a lease with the 
building owner. These agreements are usually quite complex and may run 
over 40 pages; Lease or rental agreements should be "reviewed by a ^lawyer 
and an insurance agent before they are signed. 

\ 

Rent is a major expense. You must decide how much rent you can afford 
"to pay based on the amount of sales you thJLnk you can attract* Pick the 
best location you can afford — as near your customers as possible. You 
may be" paying less" for rent in an'^>ut>-of-the-way location,- but you ma7 
also bring in fewer sales. 

- Under a flat rental system yofc will pay the, building owner a fixed 
amount each month. ^Rent may also be paid under a percentage of sales 
agreement. Here you agree tolpVtf a' base amount, and a percentage of the 
monthly 'sales. This type of syst^i is often used in shopping centers. 
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Summa ry , 

% A little logic and a lot of homework \fill go a long way when you are 
lobking for the best location for "your travel agency. A highly visible , 
location in a building^jwith many businesses will often be your best 
choice, even when the rent is high. Neighboring businesses and the 
.physical- condition of the building are al^o important factors to consider. 
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Learning Activities 



Individual Activities N ■ 

1. List four sources of information that' you can use in deciding' where 
to locate your travel agency • i 



2. What are the differences between a flat rental rate and a percentage 
of sales agreement? 



e£ a 
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3. What are the advantages of locating .your travel agency near a busi- 
ness area or'industrial park? The disadvantages? 

4. You have taken a traffic count to see how good a particular site is 
for your travel agency. An average of 100 cars pass by the site 
every hour. An average of 75 people walk by every hour. What fur- 
ther information would you like to get about this site before you 

• make your final' decision? ' \ 

5. Which sentence is most true?* . - 
a* Being near a bus or subway line is essential 

.b. Being near a business area or industrial park is essential 
c. Being near the post office is essential 



Discussion Questions ^ , 

1. List all the information you would want to know about a store loca- 
tion before you sign a lease. * 
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2. Choose#:hree tppns or business 4 areas that are close to your school. 
Answer these questions about those cities. 

a. How many people live in the city? % 

b. Where do most people go t<(do -their, shopping? Where. are the 
businesses located? 

c. How mar\y travel agencies are located in each of the cities? 

d. Is the area growing? How can you tell f ?<' 

e. Is there an*airport nearby? . 

( . . 

3. Bas£d on what you found out in question 2, which area would be the 

^ « 
best location for a tfravel agency? If none of them is very good, can 

__ you suggest another area? ■ t 

V • 

4. Make a checklist you could use ip evaluating Ideations. 
Group Activity 

Here is a list of factors to think about when choosing a town in ' . 
which to start a travel agency. Rate them in" order of importance (from, 
1-10). There is no "correct answer." Discuss with the class the reasons 
for ytfur ratiings. Try to come up with a class rating. - 

a. Type of town — city, farm, industrial, suburban 

b. Number of travel agencies itf the area , 
- , c. Easy to reach — transportation available 

d. Population of town and surrounding area > 

e. Growth of town f ' 

f. Income of population ~ » 

g. Weather, climate 1 • * ' > 

h. Advertising media available 4 ^ . 

i. Industries and businesses in, the area 

j. Personal factors — personal preference, location of family and 
friends , 
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UNIT 3 



Getting Money to Start 



Goal: To help you plan fyow to borrow money to start your 
travel agency. "* 

Objective 1: Write a business description of your 
travel agency. 

Objective 2: Fill out a form showing how much money 
you need to borrow to start your travel agency. 



\ 
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DANIELLE GETS A LOAN 



This is how Danielle got the mc^ney for her travel 
agency. "Compared to some other businesses, this is an, 
easy business to get into. If you want to start from 
scratch and work your way up, you can open a travel agency 
with offly -$10,000. But that's really playing it close to 
the line Because you won't have ATC certification, and 
you're starting out undercapitalized. Unti^l you get that 
certificate, you can't make any commissions from your air 
ticket sales. It takes 90 days, after you apply for mem- 
bership to get ATC certification, and yo t u have to show that 
you have at least $30,000 for operating capital and- security 
bonds. 

* 

"I bought a franchise operation. The business opera- 
tion was already set up and working, and .1 knew what I was 
getting into. The franchise cost me about $6,000. ATC 
requires at least that at least one travel agent have two 
'years' ticketing experience. I have that experience, so I 
didn't have to hire a special person.. That was also lucky .*\. 
If you're just starting out in this business knd you have 
to hire an experienced ticket manager, it'll cost you a lot 
for their salary. And those experienced people are real 
hard to find. They're usually out; setting up their own 
businesses. 

"After I paid the franchise fee, I had about $20,000 of 
my own to put into the business. Furniture and equipment 
cost a lot, and I knew I would b6 lost unless I bought a - 
computer terminal. And this office space costs a lot to 
rent. I figured I needed another $15,000. 

"I went to the bank and talked a blue streak about what 
a great travel agent I was and hqjfr I planned to open my own 
office. And I am a good'agent. The first, bank turned me 
'down—the i oan officer, said there were enough agencies in 
town. So I went to a second bank. The. loan officer there 
had me fill out a bunch of forms anjL applications, and I 
had to put together a r§sum§ of my work experience and a 
business plan. I had it all in my- head, but it was hard 
getting it down on paper. When I look back on it now, it 
doesn't seem so bad. I got the loan I asked for and opened 
my agency just as I had planned." 
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Getting Money, to Start 



Starting a travel agency takes ^capital. " You may need to/ borrow 
from a bank or government agency to 'start your business. 



the Bu8irfess Plan 

— r 

Banks .want to know a lot about you ancLyour business plans before 
they lend you money. Anyone who lends you money mus£ think you have 
"done yout homework." The lending agency has to believe you are a good 
. business risk and a good investment. It will. want to find out this 
information. 

• Is there a need .f&r a travel agency in your community? 

• £an you attract people to use your services? 

• Do you have the skills to get the job done ,with the money you 

have asked* for? « 

*■ 

This is whete the business plan comes in. the lender will be looking at 

*% * 

how carefully you have planned your business. Your business plan should 
be clearly and simply written and should include the following infor- 
rilation: - 

1. the*-kind (and name) of travel agency you want to open; 7 

2. the* services you will provide (will you be specializing in any 
« paf^icular kind of travel service?); 

3/ the location of yofrr business, and why you chose it; 

4. theS&ustQme*s~ -individuals and businesses — yoju want to attract; 

5. your competition in the area; * 

6. your own background and work experience (a r&sumS); and 
>7. the number of employees you plan to hire as well as their experi 



ence in the travel business. 



26 



t 

the descriptions of your agency, its location, and your targejt market 
f~ will be particularly important in the lender's decision to give you the 
lo^n you need. 



When you -apply for ATC and I ATA membership, you will also have to 
give them this information. They will be particularly concerned that 
you, or one of your employees, have at least. two years 1 experience with 
travel and one year's expferience with airline ticketing with an ATC or 
IATA-member airline or travel agency. This- is a condit^pn for ATC and 
I ATA membership. If you or' one of your employees do not have this 
experience, you will not be certified! So this is a very important 
Retail to include in your business plan. 



How Much Money Will You Need ? \ 

' Jhe money you will need to open your travel agency will depend on how 
much you can afford and the type of agency yovt want to start. Here are 
things you should include when you start thinking about start-up expenses: 



( 



Start-Up Expenses 
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Item k f Range 

Rent (first and last month) 
Utility and phone deposits 
Business licenses 
Conference fees and applications 
• Building preparation 
Signs 

Equipment and fixtures 
Legal and accounting fees 
Printing and stationery 
Supplies and forms 
Subscriptions (tariffs) 
Manager's salary x (f irst month) 
Opening advertising. and promotion 
Insurance and bonding 
TOTAL 

• * * ' * 

Of course, these figures are only "rough estimates. For example, your # 
remodeling costs may be higher or lower; some 'agencies are little Sore y 



$1,000 


to 


1,300 
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to 


400 
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600 


2,000 


to 


5,000 
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2,300 
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5,000 
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2,000 
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700 
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2,000 


to 


3,000, 
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$12,900 
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A 



than a service counter, brochure racks, and a desk or t;wo^ Other agen- 

• « 
cies take up more space and have agents working at individual desks, witrh 

a computer terminal at each* 

' s 

1 

Fixtures and Equipment 

Office furniture can be leased or bought inexpensively • You may try 
ttf buy this equipment 'at a used furniture store or at ah 'auction where 
the prices .will be below retail; This will save you money. 

Rebuilt typewriters 'and other office equipment will also save you in 

V 

start-up costs. You should look for calculators and adding machines with 

-* 

■» 

tape for recordkeeping, and a small copying machine (or access* to one)-. 
Here is a list of the equipment you will need to open 'your agency: 

Initial Equipment Inventory 

> 

Desks (3-4) ^nd tables (1 or 2) 
Chairs (6-8) 

Dictating equipment (optional) ' 

Filing cabinets and bookcases (2) ^ 

Literature rapks (1 or 2) * 

Safe (absolutely essential to protect tickets and money I) 
Shelving (optional) 

Ticket validate* with'plate (required for ATC an^ATA certification) 

Typewriter* 

Wasfcebaskets (3) 

Miscellaneous accessories 

Copy tnachine (leased; optional) 

Calculators (3) . 

One of the most impprt4nt~ pieces of equipment you will need is a' 
ticket validator with" your agency nameplate. This is like an ordinary 
credit card machine and costs $70 to $80. You get this from ttje ATC» 
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Space Age Computers 1 

'N 1 

Speedy response is essential in handling accounts well, and many 
agencies are leasing computer equipment in order to give clients effi- 
cient service v When you use a\ terminal, you can find out all of the 
fares for flights between giv^n points, ^eleq£ seats in advance, and 
- store information about, your customer, "such as home phone numbers. These 
computers are available for\lease through American Airlines, TWA, and » 
United Airlines at a cost of \l,400 to $1*600 per month. 



The computer terminal^ are hooked up to ,the airlines 1 offices. 
Instead of phoning individual airlines, car rental agencies, etc, the 
computer TV-screen terminal will show *all fare and schedule information. 
Some terminals can also jgint tickets in 30 seconds. 

- > • ' 

• \ 

Now What About That Statement of Financi al Need ? 

■■ -L. — 

Once you have listed and figured out all your start-up expenses, ybu 

« «* 
are ready to complete a statement of financial need. The banks will 

*s * « 

require this in order to lend you money. 

Yoil may have to fill out thisrf inancial need statement when you apply 
for a loan. The items listed in the fornTmay not include all your needs 
and expenses. /For example^ you may wiph to list phone and utility costs 
' separately. <You m^y choose to hire an interior decorator to help you 
remodel the agency. You may want to list this cpst separately on 
your statement. ♦ 
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STATEMENT OF FDjtttCIAL NEED 



• Starting Expenses 

^Salaries * ^_ 

Building and Property * 

Repairs 'and Renovations 

Equipment>and furniture 

Inventory or Supplies 

Advertising , 
Other 



ftoney on Hand 



£ash on Hand 
Gifts or 'Personal Loans 
Investment by Others 
TO 




TOTAL STARTING EXPENSES* 
TOTAL MONEY ON HAND 
TOTAL LOAN MONEY NEEDED 



Summary 



\ When you apply for a loan to start your travel agency, you will need 
to^provide a business plan and statement of financial need. The exact 
atmount of money you will need wi'll depend on the cash you have avail- 
able, your equipment &nd ^inventory rieedfe, and other costs related to 
opening a business* 
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Learning Activities 

Individual Activities 

1 » 

4 

1. Assume you want to buy a franchise travel agency. The franchise 
itself will cost you $7,000. You have $11,000 of your own, and your 

riends wiU lend you $6,000. Complete x the statement of financial 
need form shown in this unit. The costs of all the items listed in 
the form were estimated for you. Use the lowest figures in esti- 
mating your start-up expenses. . * 

2. Write brief description of the travel agency, you would like to 

• • • 
open.. Your business plan can be short, but really think about what 

information you need. Use your town or city. , List a real place 

where the agency might be located. Include these items. 

(a) Name of owner 

(b) Name of traVel agency 

(c) Service(s) provided 

(d) Location (include why it would be a good one) - 

"** (e) Competition (include names of other travel agencies and a brief 
9 summary of how your agency will be unique) 

(f) Potential customers (list as many possibilities as you can for 
who will use your service) v 

(g) Strategy for success (will you have a specialty, and what'is 
your advertising plan to attract customers?) 



Discussion Questions 

1. Why Is a business plan critical- to a bank's decision to lend you 
money? How can a business plan help you? 
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2. "What are some reasons why a bank woulcf deny you a loan? List as many 
reasons as you can* 

3. If you apply for a loan afc^a bank and you are depied, what some 

« 

of the things you can do? w , 

4. Van Johnson wants to open his own travel agency. He needs about 
$8,000. Hiff friend Bob will give him $3,000 and "wants 20% of the 
profits for two years. Bob believes he will g^t back more for h|>s 
money this way. Van's^ uncle will give him $2,000 at 10% interest. 
He wants to be paid back within six months. The bank ,will give Van 
as^much as he needs at 16% interest. He w'ill have three years to pay 
it back. Where should Van get his money? Discuss your reasons with 
the class. 



Group Activity 



In groups of three to five students, write a business description for 
Danielle's business. Make it about 500 words long. Remember that your 
description should convince the bank that your business is a good 
investment'. 
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/ UNIT 4 



Being in Charge 



Goal: To help y*u— select and manage the people who work 
with you* 



Objective 1:. Decide how' to divide the work of your 
^travel agency among your employees* - 

Objective 2: Describe the fcype of supervision or 
training you might give your employees* 

Objective 3: From a list of job applicants, pictc 
* the best sales person for your travel agency* 
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DANIELLE'S STAFF 



Danielle discusses her employees. H I have three women .* 
working for me- right now. They've all been with me at 
least two years. One w.oman is from the agency I managed; 
the second came here with no sales experience*, but she had 
majored in .tourism at the local community college; and the 
third didn't like the agency where she was working and 
asked me for $ job. We have all the experience and qual^ 
ificati*Sns the ATC requires for certification., I couldn't 
have asked for a better staff. 

"I pay my 6t-aff more than the other travel agencies. 
They get good salaries and a commission. On top^ of that, 
they get travel benefits plus a percentage^ of the profits 
at „tfie end of the year. Why? * First, because they'rfe top 
^pality. They're w6rth it, andcthey deserve something for 
their hard" work and their loyalty* The profit sharing is 
■the frosting on tne cake — it's an incentive for all the 
hard work they've done and the hard work they'll be doing 
next year. Don't let anyone tell you this is an easy busi- 
ness. You can't afford to rest on your reputation. 

"One of the things yl£ really need in this business is* 
good typing. You have to be a good secretary to be a good 
travel agent because you have to fill out §o many tickets. - 
There '8 no one here to do anything for youi> You've got to 
be able to do it yourself. 

"My staff are top-notch salespeople. They like to work 
with people, but most of all, they know how to listen. If 
you've got that down, you're dynamite I We get together 
every other week for dinner.' Sometunes it tdrns into a 
gripe session, sometimes it's athtfpaate pn tours and 
cruises, and sometimes we share tips on how to handle dif- 
ficult customers. We like working with each other, but 
best of all we like each other. And that's important for 
me/* f 
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^ Being in Charge 



Owning and running a travel agency involves many responsibilities. 
One important responsibility you will face is hiring and managing f 
employees—being in charge. In this unit you will learjn a little about 
how to do this. u 

' ■ - ' / • 

Building the Business 

Building the^business depenJs on building an effective staff. Good^ 4 
management of .your salespeople and aggressive personal selling are essen- 
tial in building a travel agency. Here are some of the things good staff 
people will do: 

• develop a loyal following of business and vacation travelers who 
will return to your agency and send^tjxel x fy iends; * 

J • identify the needs of the client and suggest additional travel 

- ideas (this will build sale^md^ improve customer satisfaction); 
\ - • minimize the number of travel changes by customers. If your cus- 
tomers ask you to cancel reservations and make new ones, you will 
make the same amountl^of commission, but your, labor costs will be 
doubled; and * 

• keep financial and other records (Inventory , bookkeeping, 
accounts, bills, etc.) so that losses through carelessness are 
kfept »low» 

P m 

You will have much to do when you are in charge 'of your own agency. 
Your success will depend largely on how well your staff virorks with you 
and whether they can*£ake over extra responsibilities ",in a pinch. M 
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Hiring 



# 



You'will wajit to hire well-qualified and reliable, agents. The image 
and reputation of your agency depends on doing your hiring well: Ydur 
r best bets~are to hire "experience"— people who have been travel agents 
before. 

The ATC requires that either the owner or the agency manager have at 
least two years of full-time experience in airline ticketing and selling 
and promoting travel. This is a condition for ATC memberships person 
who satisfies these requirements may be hard to find. ^ 

When you are just starting, the best hiring approach to take is to 
• use an employment ag^^ that specializes in the travel field. The -fees ^ 
are a small price to pay if you get experienced applicants who have been 
screened by someone who knows exactly what to look for. 

Start by hiring the most qualified manager you can possibly afford. 
An experienced manager will be, able to help you open your agency, adver- 
tise, sell, set up filing and accounting systems, and more. Try to find 
one with good relationships with the airlines and up-to-date knowledge of 
tours and rates. 

Employee salary is one of the largest expenses you will have. If you 
want top-notch staff, the salary you offer should be the* same. or even 
better than other agenc;i,£s}. F.ull-time employees should-al^o be offered 
some kind of health insurance and retirement plan. In additioh, some 
kind of incentive plan (such as a percentage of the profits) wili^Kelp 
keep- staff enthusiasm and motivation high. 

You may consider part-time staff to keep your costs down. If you are 
aware of customer traffic patterns, you Cjswi easily schedule staff. How- 
ever, there may be* more turnover among part-time staff . Fast ^turnover 
may harm good personal relations with customers. Part-time salespeople 
may also need more 'supervision and training. •* * 
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Communication Is the Key 

• V «v M 

Inexperienced salespeople will neecK training and supervision. Giving 
your staff enough training, and instruction for them to carry put the;tr 
jobs is part of good management* 

Communication i«^the key. Communication is nothing more' than talking 
and^^stening^it shouldn't be much of a problem with just a few 
employees. But when you have a lot of. things going on, a few mistakes by 
• anyone can cause angry and hurt feelings. Sometimes you'll need to talk 
things .out . . 

Many employers find it helpful to get together regularly to discuss " 
work plans and problems. Some ideas are: 
» weekly meetings; f 

• a bulletin board; and * * * * 

• a '"well-done" list (a little appreciation can go a long way).^ 1 
In addition, yQu should have a written policy to tell your, staff about v 
work assignments, fringe benefits, working hour&, overtime compensation, 

• etc. The-n, when everyone knows the "rules and regulation," follow them 
in a businesslike way.. . 
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Summary 4 | % h ' 

Building and managing an effective sates staff will help your agency 
grow and profit. Hiring experienced staff, providing training when t 
necessary, making your policies and procedure^ cle&ri and establishing 
good communication channels are basic to *the success of your agency. You 
and your staff .will need a lot- of energy and enthusiasm to make your 
agency a success. When the people who work for you f§el good about their 
work, you'll probably find that \money is only one of the rewards of 
having your own business* 

' . 1 in \ 
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Learning Activities 



Individual. Activities 
— — i\ 

1. List three ways good* staff- can add to the success of your travel 
agency. ° ' 

2. What are the ATC requirements that affect your hiring practices? 

3. The following statements are true or false. In the blanks before < 
each 'Statement, put T if it is J tr,ue and P if it is false* 

a. The agency owner delegates responsibilities to the employees 
and gets what is left over. 

b. Job candidates need not fill out* applications for small 

. - : r 

businesses. 



4. List three negative qualities that cofuld show up in a personal inter- 
view for a job but not on ap application form.' 

4 » • 

5. What are the advantages to providing employees with a written state- 
ment 6f policies and procedures? " 



Discussion Questions m * % 

L- What must a-good salespersbn do before making a£/ suggL^ti' 



ions to 



•customers?' 



2. You oW a travel agency in the downtown* area. You have just inter- 

* ' viewed a jbb applicant.' .*Your impression is that he is experienced 
• % 

and well qualified for the job. However, one of his references tells 
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' you that he is not very reliable— -he often comes in late and calls in 
sick. What should you do? > 

3. In your personal opinion, what makes gooci selling in a travel agency? 

4. Tony Cameron works for you and is a good travel agent. He has asked 
for a raise because he thinks the other salespeople aire goofing r 
around and not working as hard. He has made more sales lately than 
the others. What do you do? 

* Group Activity ' 

Sharon Thompson has applied for a sales position at the. Gardner 
Travel Agency. Her application shows that she has had four years of 
ekperience working in another travel agency, and her references are 
good. However, she has been unemployed for the~"past year because of 
**varfbus health problems.** Role play Danielle interviewing Sharon. 



UNIT 5 



Organizing the Work 



Goal: To help you organize the work of your travel agency. 

Objective 1: Fill out a travel itinerary for a 
customer. 

Objective 2: Give a description -of the type of 
. work and organization needed to operate a travel 
agency. 
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PLANNING TRIPS 



Danielle describes how to keep track of 'the details 
involved JLp trip planning. "When customers come in and 
tell you where they want to go on vacation and on business, 
you can't expect* them to know and remember all the details. 
vThey will not, know alL the travel arrangements that are 
available, the prices, and all the schedules. And neither 
do II 

"My homework is to find out what the customer really 
wants. I ask a lot of questions. Sometimes I get nosey. 
Then I can tell the customer what is available, the sched- 
ules, and how much it will cost. They have to make up 
their minds on what travel arrangements they want to buy. 

"When I finish with this question-and-answer period, I 
can then book the reservations. When I boot the reserva- 
tions, I automatically and immediately make out an itin- 
erary—a travfel plan. I keepi. a copy and the customer gets 
a copy so that we both have a, list of all travel arrange- 
ments and the prices. .Keeping these records saves a lot of 
trouble and worry in pe long run. This way you always 
know where any mistakes have been made." 
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Organizing the Work 



Doing the work of any business, large or small, involves organizing 
the work, doing it, and double-checki*ng to make sure you haven't made any 
mistakes. * ' - * 



The Source of All. Things; Your Suppliers 

Your suppliers are the air carriers, railrpacts, steamship lines, bus 
companies, tour companies, and hotel chains that you represent.^ They 

5* 

supply you with services (transportation and lodging) that you sell, to 
your customers. Your major suppliers will be the airlines. Airline 
tickets may account for up to 75% of your sales (this includes tour 
packages with air travel included). j r/ 

Your suppliers should be trustworthy and reliable. Customers will 
hold you responsible if they are not* satisfied with the arrangements you 
have made for them. Some fly-by-night^ airplane charters offer lower 
rates; some^ small hotels are inexpensive. If it were simply a matter of 
costs, your customers might appreciate your efforts to save them money. 
But it does not pay to represent unreliable .suppliers. Therefore^ the 
first thing to do when you org^ani-ze your work is to make sure you and 
your staff know who the suppliers are and the types of services they 
offer. - £ 



Selling Travel * ■ % 

Business clients will usually know where t*hey Want to go and when; 
your job will be pretty simplje. It^s not always s^^asy with vacation 
travelers. Many times vacationers ^on't know exactly' what they want, so' 



you and your staff have to become tour guides just to make the sale; you ^ 
should have a pretty ^ood idea of what is available or where you cap go 
to gef the information. 

it 

•Step one is to^get the client to talk about what he or she wants. 
-You need to know the purpose the person has in mind in taking the trip. 
Does the client want to meet people? Sightsee? Get away from it all? 
For how long—ten days or three weeks? How much can the client afford to 
pay? A, group tour isn f t for everyone. -¥ou have to f ind out physical 
limitations, past travelfexperiences, and—in- particular—the amount of 
independence the client w^nts. 

When the client's needs are known, you can set up an itiae ra ry or 
package tour, follow these general rules when you plan an itinerary. 

• Don f t plan too many stops./ 

• Ayoid one-night stops whenever possible. 

• Schedule at least three nights for stopovers in major cities. 

• Mix types of transportation on a tour. ' 

And when you have finished, be sure to double-check all your work! 



Ticketing and Itineraries 

Once the itinerary is planned and your cliefiKagrees, you can arrange 
airline ticketing, hotel reservations, and sightseeing tours. A ticket 

w will include : 

• where and how the passenger is traveling^ 

' • class of service, schedule numbers, and travel dates; 

• type of payment for the ticket; arid . ' * 

• information needed for billing. . 

t 

To make a reservation, the agent calls the reservation office <by 
telephone" or computer), reserves the spage for the customer, .and informs 
the' carrier that the ticket has been sold. Then, all *inf ormation will be 
written^out in detail on the itinerary. Part of a sample itinerary* 
travel form is on .the next page. 
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TRAVEL PLANS 
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Remember these important things abut itineraries. 

• Recheck all your information to make sure it is accurate. 

• Make a number of copies — one each for your customer, your own 
files, the carriers, hotels, etc. 

If your travel agency 'has its own ticket imprinter, it's even easier. 
This is a small computer with a roll of tickets. It is connected to the 
carrier's reservation offices. When you sell a ticket, the reservation 
offices are informed immediately and automatically, and the machine 
.prints out the ticket and an itinerary. A ticket imprinter will speed up 



the who'le process of selling tickets and writing out ^Itineraries. 



However, an itinerary lists only the arrangements . that have been 
completed and that are important for the customer to know. It ^does not 
-include all the "inside, information" that you had to consider when you* 
planned the itinerary such as confirmation, deposits, billing and payment 
arrangements, and insurance. You should also keep a record of all the - 
details that you, as the travel agent, have to know. ' And when you have 
finished, be sure to check all the information one more time! 



Who f s Going to Do It and When? 

* • 

If you run your travel^agency with the help of a very small staff, 
you may not even want to bother with a work schedule — as long as you can. 
keep track of what ife to be done, where, and when. When you finish one 
job, you can just go on to the next job. 

But sometimes a work schedule comes in handy, • particularly if you 
Have a lot of details to take care of and if you have other people work- 
ing for you. X work schedule is usually a -chart of work days and the 
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people you have working for you. Each time there is something that needs 



to be done, you fill in 


the right squares. 




Here! is what a work 


schedule chart can look like 




Work *to Be Done 


Special 

Requirements" Date 


Time 

Completed Remarks 


Susan L. 






• 

Bruce C. 






Laurie S. . 







As the day goes by, you can look at the schedule and get a rough idea 
of who is doing what, when it should be done, and when it i£ done. It 
will also help you figure out how long the job will take. Time is^ 
valuable, and your time estimates will start getting closer to reality 
once you start writing 1 ' them down. Also, you will decide who will be 
responsible for wfiich jobs. 



• Summary . ^ 

In this section you were introduced to the basic steps of organizing 
your work and keeping track of your customers^ orders. Bfeing organized- 
Is important so that you can*give your customers reliable service. 
Filling out tickets and itineraries, guest reservation, form's, and ^/ork 
schedules are. all ways of keeping on top of your work to help your travel 
agency be successful. 



Learning Activities 



Individual Activities 



/ 



r 



1. Sean O'Malley has reservations on TWA flight 147 from San Francisco to 
Denver. He will be leaving San Francisco on October 6_ajt 10:52 a.m. 
and arriving in Denver at 2:30 p.m. He has reservations at the Denver 
Sheraton' Inn. On October 9 he will fly from Denver to Kansas City; he 
is booked on Frontier Flight 23 in economy class, which leaves Denver 
at 4:15 p.m. and arrives in Kansas City* at 5:5,7 p-mr" He has reserva- 
tions a't the Kansas City Holiday Inn and has ordered\a^car from 
National Car*Re«ital. Mr. 'O'Malley^pecif ically requested a subcompact- 
sized ,car# Because his plans* are uncertain, he does not want a return 
flight at' this timfe. ,Will *>ut an itinerary for Mr. jO'Malley. Use^ a 
form like tffe one in this unit or design your own. 

2. Why is it important' to fil-1 outran itinerary for your clients?, 



3. List the information that is included on a ticket. 



4* What are the general rules* to follow when you put together' an itin- 
erary for a client? * * 



Discussion Questions 

c : "* ' 

1. What are the advantages of. having employees fill out a work schedule? 
/ > 
W^hat could throw this schedule off? . •> . 



2. /What are the things t'hat you should know when you sit d^wn with ar 
customer who wants to^go to Europe for two .weeks and leaves all the 



planning up .to you? 
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3. Who are your suppliers, at^^hat should you look for in a supplier 
before you sell its services to a client? 

<^ 

Group Activity 

Part of. your job as the owner of a travel agency will be to do many 
things that keep the business going. Here i-s -a list of some of them. 
See if you can estimate the amount of time you would spend on each of 
them. 

a. Writing out w the weekly payroll checks for . four employees 

b. Calling the Yellow Pages and consulting about redesigning, your ad 
jc. Dealing with an aj^p customer who is not - satisfied with your 

service * 
d\ Meeting with a tax consultant about* getting a better tax break 
e. Reading the morning mail—three bills, two letters, and six 

pieces of junk mail 

If all of this happened in one day (which is possible but not 
likely), how much time would you- have left over for doing business? If 
you were swamped with work, which of these tasks cou^d be put off for 
another day? 
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•UNIT 6 
Setting Prices 



Goal: To help you decide how to set the prices for your - 
travel services. ' • 

) ■ 

<- , 

Objective 1: L£et factors thaf affect' the prices of 
tickets and fares for your clients. 

.« Objective 2: Calculate the gross*and -net prof i-ts 
from ticket sal|s and commissions. 



A 
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SALES AND COMMISSIONS 



Danielle explains .how to set prices in the travel 
agency business. "You know, a lbt of people think that 
owning a travel agency is a sure-fire way to get rich 
quick. Boy, are # they wrong!" 

An important fact about the travel industry is t^hat 
travel agents do not determine the prices of tickets and 
bookings. These figures., are fixed by the airlines and 
hotels, and the travel agencies make their money from the 
commissions on these sales. - 

"We are in the business of selling tickets, but to stay 
. alive t we've got to sell a lot. We don* 1 1 decide how much to 
charge. If things go well tjiis year, we will probably make 
about $700,000 in ticket sales. Do^s that sound like a lot 
to you? Our average commission rate on these sales is 
about* 10%, or $70,000. Still sounds like a' lot, doesn't 
it? But when you subtract operating expenses, salaxies, 
and bills, the profit we make is only about 2%, or $14,000. 
And that's not much money for all the' work and time you 
have? to put "into the business. t % 

\ 

"The highest commissions are paid on vacation and tour, 
packages. We love to sell these. It used to be that ^his 
kind of traveling w&s seasonal — people would go on vacation 
at Christmastime or during the summer. But wifcj^dl the 
special air fares people can buy these days, people buy 
tickets at any time. The business is much less seasonal 
than it was before. It all depends on the airline fares 
and .gimmicks. But we don' t ''complain as long as we are able 
to sell tickets and make our commissions*" 
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Setting Prices 



Who Sets Prices? 



In most retail and service businesses, "prices are set based on whole- 
sale costs of your service or product, operating expenses* and the amount 

of profit desired. This is not the case in the travel business. Ticket 

\ 

prices are fixed by the carriers — the airlines, steamship lines, and 
railroads; the travel Agent 1 8 profit comes from commissions made oh 
selling these tickets* Commission rates Vary depending on the type of 
travel. Commissions generally range from 7% to 11% of the ticket price, 
room rate, oriental fee. You, the travel agent, have little \to say in 
the matter. . • 



The carriers, especially the airlines, determine the fares ^ou charge 
and the commissions you can receive through self-policing confidences of 
the ATCeand I ATA, to which you must belong. 'As a conference member, you 
contract with the carriers to act in their behalf and to represent them 
to the public;* In o^der to be able to sell tickets and receive commis- 
sions, you must be approved by the conferences. Because 75% or more of 
yotlr business comes from airline tickets, you must follow the ATCjand 
IATA 'rules and maintain your membership, or you'll be out of the^business 



What about Profits ? 

If you ttt^nk that travel agencies are high-profit businesses tiat 
give you a quick return on your money, you are wrong!' Nationwide, travel 
agencies average pnly-8% to 8.5% commissions on their total, or gr^ss, 
amount of sales. That means that a new agency with $500,000 in grsss 
sales and an average* 8% commission on sales earns a gross profit of*only 

$40,0001 . 

' * . • * »» * . 
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w But $40,000 is a lot: of money/ ^sn't it? That^amount is what you 
have beforey^u. subtract the money you will have to pay out for operating 
expenses t and salaries. When you subtract these costs, you may end up 
with pre-tax .net profit/ (gross prof it 'minus operating expenses) of only 
1%'to 2% of the .gross salejs, or ' $5,000 to tlO^OOO. How many people do 

you k'now-jwho can live on $5., 000 a year? 

• . ' ' *• ' ' 

The A les8oxr tS be learned here is that travel agencies are % risky busi- 
nesses to start; at £irst, you must have extra money to fall back on if 
you need to. It usually '"takes a new travel agency one to two yearsto 
reach t>e "brealc-even point ,* 'when the income from sales exactly meets 
all costs; this st'Ml does not' leave a single extra penny for profit'. 

Hunting Dofrn Business Accounts 

• • • ' " . 

Sinde'you can't set. prices to raise your profit, you must sell in 
volume* or promote packages *t hat give high commissions. Commercial 
^cdounti with businesses usually pay low commissions. j But loyer cOmmis-\ 
sions are usually offset by higher volume and* repeat business; you can 
still make a profit if you are selling a JLot of tickets. 

When you're* trying'Jto look for business accounts, you might be 
tempted to offer some special payment terms or give more credit than 
tlsual. This is one import-ant tra£ <6 avoid: 4o not give special terms 
to other businesses that can gfct you into trouble later. I 

Many companies will give you all their business if_ you'll let *them* 4 
pay on a 30-day basis. This'may b^-mp re* convenient f ot'them'^nd thgir 
bookkeeping. Butr 30' days can' Jbecome 60 days or 90 days, and your car- 
riers, especially the aiclities, * wfll >want their money within, 10 days . * 
You wilr! have'*to pay jbfte' bill, 'fend this can seriously affejc£\the amount 
°of cash on hand, ,(your. cash "'flpw) . If you are still tempted to give 
special terms, however, the experts suggest ^that .you* ajklow oYily a L5-day 
payyaent period. ' * \ » * ' „ ' 4 5 ' \ 



Selling' Dream Vacations 

Manyjt*icket sales will be simple roundtrip vacations. The only things 
you will have to do is make the reservations. But other people won't 
know exactly what they, want, so you will have to become tour guides just 
to make the sale. * t ' 

Putting together an itinerary for vacationers involves arranging / 
ground transportation, airline ticketing, lodging, and extras like sight- 
seeing tours. In most travel agencies, this is done on* a guaranteed 
reservation basis over the phone, by telegram, by letter, or by com- 
puters. You collect the airfare in advance, usually by 'check or charge 

card. Ground services like hotels will require a 2$% deposit in advance, 

w t 

so collect at least this much up front. 

— • 

Selling Package Tours f 

i 

i 

Putting all the pieces together for a vacation for a customer takes a 
lot of time. Few travel agencies actually do all the work themselves. 
If you figure in the labor -costs, you'll find that you will make more 
money l|vou sell package tours to Customers. These -package tours are 
put together^&y^other 'tour companies who have the^ size and power to get. 
special deals. * * £ * ^ 

Package tours are usually sold at a fixed p*rice, .together ^with air- 
line, flights. The travel agents get commissions from the tour company. 
The package will include hotels, meals, sightseeing, and other entertain- 
ment arranged by the tour companies. 

/ * 

Thfe average commission on the land portion of the tour package (indi- 
vidual or group) is usually about 10%; the airline ticket will bring in 
about 7% tommissionT But sometimes the commission ratie on a tour package 
can be- as high as 17%, depending on how many bookings you can make'l 

56 

.* • 56 



Group Tours 

* » 

Package tours come in all dif f erent stapes and sizes. Tours are 
available for music lovers,, archaeology enthusiasts, mountain climbers, 
•hikfers* safari seekers, and party lovers. A travel agency can make a lot 
of profit by promoting these tpurs and selling large numbers of people on- 
taking them. 

, *, * » . * 

The profit can be very high for group tours in which you piece 

together several smaller tours or book gToup directly with hoWls'and" 

sightseeing outfits. On group tours the profit can be as high as 50% or 

60% in some cases. • * 

«■ It is easier to work with the tour companies than to do all the 
arrangements and reservations yourself. But you can improve your profits 
if you do make all the arrangements yourself. In^ this case, you would 
make your own hotel and transportation bookings and arrange for space or. 

charters with the airlines- - And_i3acaus.e you, will_deal with a large num- 

ber of people, it may be easier to arrange special rates and lower prices. 



But Now the Rules Have Changed j . ' v 

fc ^As^the tr^ved .agency business enters the 1980s, the rules of_ the game 

are changing. In 1978 the Civil Aeronautics feoard voted to "deregulate" 

the airline industry. This means that fares can (and sometimes do) change 

daily because no, one. is controlling the price of tickets* Although the 

/■ ...^ ' < 

"end result has been a general increase in travel business, travel agents t 

have -been going crazy trydng td keep up with /schedules and fares—which 

'is the main reason^ Computers have become so important. 

But the picture is not good — a'nd may get worse. The big disruption 
is called ^'net fares;" this means that agencies can # get their airline- 
tickets at discount priced and resell them' at whatever, price* they choose.' 
.Needless to say, the competition is going to get worse, especially^ rom 
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the larger ageticies that can afford to live on lower commission rates 
since fhey sell in high volume. 



Summary 



\ The major carriers determine the prices of tickets as well as *the 
amount of commission you make from the sales. In general, commission 
rates are both low and fixed. But if the volume of sales is high, a 
travel agency ,can still make a profit. ^Commission rates on tour packages 
are usually much higher. Although the travel agent does not have' much to 
say about ticket prices, a good mix of sales on b<J$h commercial and vaca- 
tion accounts will provide you with repeat business, steady customers, 
and decent profits. 



r 
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Learning Activities 



Individ ua 



1 Activities-. 



1. • Define "break-even point.' 



2. How is setting prices in the travel business different from setting 
prices in other small businesses? What determines ptofits? < 

3. * Calculate the gross profit and net prdfit on $800,000 worth of ticket 

sales. Assume that over the year the travel agency has sold a good 

) 

mix of tour packages and business accounts, and has made an average - 

10&*commission rate. Calculate net profit using a 2% figure to * 

account for operating expenses* 



Gross Sales - $800,000 
Gross Profit 38 

Net Profit ■ . 

4> Why would it be more profitable to concentrate on selling tour 
packages rather than customized vacations? 



Discussion Questions . 

1. How has the recent deregulation of the* airline industry affected the 
travel business? 

2. How do ATC and IATA rules and- regulations affect the travel business? 
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UNIT 7 



Advertising and Sellijpg 



Goal: To help you'learn ways to advertise arid sell the 
services of your travel agency.* 



Objective 1: List ways you can advertise your 
travel agency. 

Objective 2: Design a printed ad fo^your travel 
agency. , r - 



0 
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DANIELLE ADVERTISES 



This is how Danielle advertises her agency's services. 
"Of course, I have an ad iir the Yellow Pages, and I also * 
have ads in the local community newspapers. 

"for the most part, I .don't get involved in .special 
promotional" events. When we first opened, we staged a 
'Grand Opening' celebration. About two weeks before we 
opened, we put coupons in the local papers. People brought 
these coupons in, and at*,the Grand Opening- we had a drawing 
for a trip to Mexico City.. The prize was a week at a good 
hotel in Mexico City, but the winner had to pay 'the airfare 
to get there. 

M I 4 do a ldt of promotional gimmicks. We give out bag- 
gage tags with» Gardner' s Travel pritited on them. We also , 
give par clients, our own beach and flight bags. * If a cus- 
tomer has booked a cruise and this is their first time, we 
will send along a bottle of champagne. People really like 
personal touches like that. And, of course, we do the 
usual things like print our own matchbook covers and ticket 
jackets. 

'^The best advertising is wo.rd-of^mouth. I have a lot 
of customers who will always. come back because they're 
happy with the way they're treated here* I also do a lot 
of community service wor^c. I teach a short introductory 
course on tourism at the local community college. Why? 
Because in the long run, I know that talking about tra^l 
will help promote" the travel business and my agency as, 
welir • * . 
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■Advertising and Selling 



Every business needs to develop a large number of steady clients. 

« 

Until you have them, you will need to spend a lot of your time, energy, 

*> • 
and money getting the word out. Even after your business is Tolling, you 

need to spend a certain amount of. 'time and money on advertising every ■ 

-month* 



Why Advertise ? 

a 

The travel business is 1 very competitive. Not only are you competing * 

with other travel agencies, but you are also competing with the airlines 

and hotels themselves. What's to stop a traveler from picking up the 

• * 
telephone and callihg^the airline or hotel directly to make reservations? 

The purpose of advertising . is to attract customers. Advertising is a w^ay 

of telling people why they should use your services and what* you can do u 

for them. , , 



What Kind? Where ? * < * 

rtf e 

Take a good lpok at yourself, your agency, and your clients. Think 
about wt^fc^your clients read and listen to before you decide on the best 
way to advertise your business." Then ask yourself these questions. 

• What kind" of image do I want my agency to h&ve? 

• How is my agency different from my competition? 

\ „ • 

• Who areney customers? 

• Why should they choose to use my travel agency? 

A really good advertising campaign can be very expenAve. But you 
can often substitute imagination and good public relations for money. 
Here are a few ways you can advertise your agency: 
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The Yellow Pages , Your local Yellow Pages is one of the first places 
people will turn to when they are looking for a travel* agent . f Be sure to 
include your -phone number and address. 

* * * ' 

Direct mail advertisiqg^and brochures v are other ways to advertise. 

Well-designed direct mail advertising can do a large part of your selling 

job for you. Buy address lists arranged by ZIP code from direct mail 
» 

houses. They are in the Yellow Pages under "Advertising — Direct Mail" or 
"Mailing Services." These firms keep accurate, computerized li*ts of 
^individuals and businesses. You'll probably want to focus on businesses 
that are laVge eno,ugh to' need travel services regularly. Dop f t overlook 
clubs, organizations, and other groups that may be interested in tours. 

Use brochures to' tell people about your agency and the "services you 

s ' * 

offer. You may want to include artwork and a logo. Remember that any 
printed advertising you usfe reflects your agency. Be careful to use good 
quality paper, printing, and design. Costs for design, printing, and 
postage can be high. However, if your printed advertising looks cheap 
and floppy, your clients ma/ reach the same conclusion about -your agency. 

Classified ads in newspapers, tourist guides, and shopping guides 
are very .commonly used by travel agencies. Prices will vary depending on 
the newspaper's circulation and the size of your ad. Newspaper and guide 
ads can be easily and quickly changed. You can also decide to place them 
in particular sections of the paper if you want to * reach a more select 
audience. Although these ads have relatiyely short lifespans, they reach 
a lot of people. . * • 

Goodwill jneans getting people to feel good about your * travel agency, 
"it is the thing that makes peo^e^ think of you vhen a friend asks them to 
recommend a good travel agent. You can help develop good will by arrang- 
ing promotional events. 

Everyone who thinks about goodwill as part of their advertising does 
it differently — those spec^a^ touches that are not "just business." Your* 
special touches will he^lp people remember you when they are in need of 

65 * 63 ' 



\ypuj: §ert?ices again and may also bring your agency to the attention of 
the news media. Here are some things you can do to promote your travel 
agency to develop goodwill. 

When you open a travel agency, you may consider a "Grand Opening'* 
celebration. Consider running a sweepstakes with a simple trip (not 
including air fare) as tfie prize. 

Include coupons in advertising and direct mail pieces, and hold a 
drawing* Have people bring in and deposit the coupons themselves. *This 
will help build store traffic. Have a local celebrityr-an entertainer, or 
a sports figure — pull the, winner's name out of a barrel. Invite local 
newspapers to tjje drawing. < 

Becbme Involved in community activities and service^. , For example, 

* . 

-^ou can volunteer to specie at a high school or local club on the advan- 
tages of using a travel agent to save money. You can appear on local 
radio'shows. People ♦would be very interested in hearing you talk on sub- 
jects like black market travel agencies that sell stolen tickets. You 
can then talk about the things people can do to prevent rip-offs. 

Sometimes it doesn't seem as if these activities bring direct results 
"b\xt they do. The more contacts you make with the public, the more likely 
it is that people wi^.1 remember you when they need a travel agent. 



' In Addition. • t 



Many travel agencies use "$immick«£ M to get people's attention and to 
bring customers in. Here are examples of what some travel agencies do. 
• Some travel agencies Imild their reputations around "a product/ 
For example, one successful agency offers a cruise emphasizing 
weight loss, similar to the Weight Watchers approach. 
A difficult but very profitable line of business is putting 

4 

together convention packages for clients. 
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• A "thank'you" note as a follow-up to >a successful sale is often 
appreciated by travelers. Thank clients ^for letting you handle 
all their travel- plans. Attach a card asking for information on 
how you can improve your serviced. 

All of these are examples of "special touches" you can use to adver- 
tise and promote your agency. 

* * 

-If ydu really want to advertise well, spend time with your clients. 
Give them personal attention and services they will appreciate. To be 
sure, paid advertising will help bring in business. However, satisfied 
clients really have the most to do with making your travel agency suc- 
cessful. 



Qualities- of a Good* Ad 



We've talked about some ways you can advertise your travel agency* 
Here are some tips' you pan use when you begin to' design^^r advertise- 
ments. — They~^lT'te~Ip~^yox3rk: eep L he qual ily ^of^ you r adsHifglj^ndr-pttt 

selling punch into your advertising. 

• Make your ad simple, informative, and truthful As well as, attrac- 
tive and imaginative. * 

• Make your ads easy to recognize. Give your' ads a consistent 
personality ancL style. For example, use-a' special logo. 

• Use illustrations and pictures to tell .people about your agency 
and services. 

• " Show the reader the benefits ^of irsi^g. your agency. People want 

to know, "What's in it for me?" 



Summary 



Advertising is a means to an end—a way of telling people about your 
travel agency and selling your services. However you advertise your 
travel agency, your advertising campaign should be we 1.1 planned. There 
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are many ways to sell and advertise your business. Listing your business 
in the Yellow Pages is the most common. - Money spent on advertising is 
not wasted money, but word-of-mouth is even better for your business. 
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Learning Activities 



Individual Activities * 



* 



1. List at least foilr qualities of a good ad. , * ^ 

2. Think about the travel agency you would like to open. Design an 'ad 
for the Yellow Pages. Include all information that t you would want to 
>put into 'your ad. Even if the art work is not perfect, draw a sketch 
to show your ideas.. t , 

s 

3. Match the advertising medium on the^right 'with the phrase, best 
describing .it. . • 



d) 



Expensive bu*C personal 
dne of the most commonly 

,used forms of advertising 
Good for reaching people 
ytiv already want to btiy 

.Effectiveness is often '* 
. indirect and not obvious 



' A. 'Newspaper 

B. Yellow Pages 

C. -Direct Mailings 
DT Goodwill 



4. Call the Yellow P^es advertising department of your local* telephone 
company. Fihd out the various sizes and types of business ads you 
can get and .the-firice of »each. t \ 

' " ■ . f '• * - \; .. 

f * * < - v - * 



Di scussion Questions. 



1. brainstorm ideas to advertise your travel Agency that wtfuld be con- 
sidered "goodwill." Remember— '"goodwill" i\S anything that makes 
* * , , t *. % * 

people feel good about yotfr travel agency • 



2. Discuss the advantages of advertising special services atfd events in 
addition/ to conducting a- regular advertising campaign. 



GrouR Activity 

• / . . ■ ' ... ' ' 

A. Look ats several ads in the Yellow Pages. Some travel agencies use 
semantic themes in t*heir ads £o get clients. How do you feel about* 

, this? What kind of tfieme would you use to advertise your travel' 
age.ncy? Why? * \ s 

B. ; Based on the ideas jrou got frbm the other ads, design your own Yellow 

Pages ad. Maks fcatchy , informative, and up-to-date. Remember, 
however, that the ad will appear for a whole year, so don't make i*t 
toov "trendy/* ( * 



* 
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' UNIT 8 



Keeping Financial Records 



Goal: To help you learn hew to- keep financial records for 
your travel agency 



abjective 1: Fil\ out a monthly cash sheet that 
records money coming in and going out of youif 
business* 
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KEEPING TRACK* 



* Danielle disfiusses her way 'of keeping records. "You 

would not believe" the paper work" in this business. It's 

enough to drive a sa*ne person up the wall., You must keep 

track'of arrangements and itineraries and tlo the paper worl 

for all the money brought in from saj.es. 

* . ; * ' 

"Organization is the key to/good recordkeeping. We 
keep copies of every invoice, /itinerary, bill, and receipt 
We're constantly completing reports and trying to keep 
accurate ^nd up-to-date records. 

"In this ^business you can't afford to let the book- 
keeping slip by even for a day. We have to know what's 
going on because we" have to pay the airlines every seven 
days. So we have to realty be on top' of our cash flow. * 

"The daily records don' t give you a very gocd idea of 
the business' profit or expenses. I keep a monthly log 
that gives me a more complete picture of the agency's 
f inancial m standing . M , 
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Keeping Financial Records 



Keeping financial records is a must for any business. As a business 
owner, you must have a clear way to keep track of your income and 
expenses. Good recordkeeping will help you plan and manage your travel 
agency and spot problems. % * 



In this unit you will le$n?n the basics of keeping' track of your 

finales. The ATC has many rules and regulations on the type of records 

you must keep, the forms you have to fill out, and when all the forms are 

du£. We will not go into detail on these ATC procedures. 
M 



Why Keep Records* ? 

Most new businesspeople think that they must keep financial records, 
only because the IRS tells them to. Well, it's true that the IRS 
requires every business to keep a set, of feooks. But there is more to 
bookkeeping than taxes and legal requirements. 

The real reason you want to keep a set of books is because you need 
the information to run your business. Your books are your only source of 
complete information about your business. It is impossible to keep all 
your business information in your head. You may think you know your 
business, but you would be very surprised to see how much you don't knovft 
unless you can see the total financial picture on paper in front of you. 



Without' a complete se.t of records, you find yourself tryi^ to judge 
your business by looking at certain areas, such as cash in the bank, that 
:an be quite misleading. Looking at today's bank balance doesn't 'tell 
you whether your business is growing or how much your operating expenses 
are. ¥ $ 
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Giving' Credit * 

Many of your clients will' want to use a credit card to buy their 
tickets » The credit card companies "guarantee" payment of bills. This 
means the company will pay the bill in full whether or not the customer 
has paid the charges. The obvious advantages of this system are that; 
CI) it reduces your l^isk of^giving credit; (2) it is a convenient (and 
expected)* service for the customer; s and (3) your mQney is not tied up in 
unpaid bills. 

, f 

Your. agency does not pa$ a percentage 'to' the credit card company — the 
airline does. There is no money to 'handle,, and there are no bad checks 
to worry about. " 

When you handle a credit Card sale, you must first check to see if 
the airline "on which you are booking your client will accept that type of 
credit card. Then call the credit card company for approval. Credit 
card companies require travel agencies to check with ttiem on credit? 
salejs. If you have a computer at your travel agency, you may Be able to 
use it to check the credit card blacklists to make sur^ the card is okay. 
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Reporting; The Monthly Cash Sheet 

* $ » 

9 

When you are an ATC member, you will have to send a report each week 
to an ATC bank, listing all the tickets and tour packages that you have 
sold. ATC uses its own Travel Agent Reporting System (TARS) that you 
must follow when you make your sales report. Your sales report will 
include lists and totals of all _$ales, your commission percentages, 
taxes, refunds and so on. 

■ • • . • . . r- 

You will be keeping records for yourself of the mot^g gping into 
your business. You will be receiving money every day that you are^open. 
People will usually pay cash or with a credit card. 
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You will also have to pay your own bills regularly. While you may 
not do this every day, you will be doing |t throughout the month. Your 
telephone bill may be due on one day, your gas and electric bill on 
another, and office and equipment rents on another. 



A monthly cash sheet like this can be used to keep track of the money 
coming in and going out of your business every month. This form has Tjeen 
filled out for you so you can see how Danielle keeps track of her cash 
flow at Gardner's Travel. * 





MONTHLY CASH 

* 


'sheet 




Cash Receipts 




Cash Payments 
• 


Cash Sales 


$32,'060'- 


Salaries 

(Manager & 1 other) 


$2,600 


Credit "Sales 


51,275 


Rent 


550 


■ TOTAL GROSS SALES 


$83,335 


Supplies 


150 


COMMISSION INCOME 


$ 7,500 


Advertising 


450 






Utilities 


— \ : 

150 


Mixed percentage 


. 9% , 


Telephone 


' 250 


(average of all comm 


ission 


Maintenance 


20 


rates on sales that 


^month) jj 


Accounting & Legal 


75 






Copy Machine 


105 


/ 




Insurance 


75 






Miscellaneous , 


m 






TOTAL EXPENSES 
* 


$4, -425 



This is a veVy simple' monthly cash sheet. It is a summary of all the 
business Csales and expenses) over a month's time. The details of all 
these records would fill many pages. 



Danielle now has a pretty good idea of her finances^ for that month. 
Monthly cash sheets can be added/up at the end of the year and used to 
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fill out a profit/loss statement* You will learn about profit/loss 
statements in the next unit. 

You prpbably know that there is much more to keeping records than 
this. We have not talked about insurance forms and records , cancella- 
tions and service change records, sales report records, tax fonns, or 
employee records. 



Summary 

The Alt outlines many of the basic steps for you in waiting out 
tickets, collecting money, reporting your- sales, and keeping financial 
records. Keeping good records is an essential part of owning and oper 
ating a travel agency. Keeping monthly records of'your income and ope 
ating expenses tells you where you are spending money and how much you 
are taking in and will help you plan. - ' 
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Learning Activities 

Individual Activities 

li Why should you check with the credit card company on all credit sales? 

4 

2. A travel agency reports a monthly gross sale figure of $50,000, 

and an average comission rate of /8.5%.. *How much commission has the 
agency earned?. 

Commission income ■ $ - ' 



3. Why should you itemize all travel arrangements on an itinerary? 

4. What does a monthly .cash sheet show? 

a. How much money you have ta^ken in on a particular day 

b. Your cash in-take and out-flow over the month 

c. How many air tickets, steamship tickets, -bus passes, and tour 
packages you hive sold 

Discussion Questions 

1. More and more people expect businessses to accept credit caxds or 
give them credit accounts* Discuss t\ie advantages and disadvantages 

* of having credit accounts* 

2. Why is it important* to keep records of travel arrangements as well as 
>records of revenues and expenses?' ? 

• 76" 
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^f. What are the benefits of completing a cash sheet on a ^monthly basis 
Why do you think some businesses don f t do this? 

Group Activity 

Make a list of types of business decisions th£ owndr of a travel- 
agency might have to pake about the future of the business (for example 
whether to hire more employees^. Tell how good financial records could 
help the owner make these decisions? 
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' UNIT 9 

9 

Keeping Your Travel Agency Successful 



ioal: To h^lp you learn haw to keep your travel agency 
successful. 



Objective It Figure out the net profit, profit 

ratio, and expense ratio for a travel agency. * / 

Objective 2: Describe at least one way to increase 
profits. 

Objective 3: Suggest a way to change your business 
to increase sales and attract moref clients. 
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DANIELLE , KEEPS HER TRAVEL AGENCY SUCCESSFUL 



Danielle describes the basics of staying successful; 
"If you want to be successful and stay in #t th'is business, 
you have to have a computers You can't compete without 
one* And when you have a computer, you ca'n give your cus- 
tomers faster and more efficient service. Customers like 
that, and then they'll come back to you for repeat business. 



* * 



4 "For myself, I really don*t want my business to grow 
much more than it £s today. The business is at a comfort- 
able size.. We have just enough people and space to handle 
the customers. Sometimes business, is very slow and this 
place is deserted' and* I start thinking that I should be 
doing something to increase sales. On 'the p the r hand, 
sometimes this office is so packed with clients that I 
start wishing business wasn't so good. 

"We're small enough so^fcan do a good job supervising 
and managing my staff* But'atf the same time we're big 
enough so we can afford a computer and give our customers 
quality service. It's nice the way things are. 
** * 

"If I really wanted to expand, I would have tt> take - J . 
ove* more office space. I would go after a different • 
market of^customers and ado a lot more 'advertising to reach 
that market., I. could also spend more time trying to sey. 
bigger and better,,group tours. There s a lot more, in com- 
missions *to be made, there* Even though I'm not doing any- 
thing special, the business is growing. And it's basically 
because of the gopdfrill aM word-ofTmouth advertising that 
our ^customers give us, that makes us feel good*' 
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Keeping Your Business Successful 
* 



Every business owner wants to be successful—and stay that % way. This 
is obvious. But how to dot it is not always obvious. 




Keeping Track of Profits 

Profit is the reward for your hard work. When you add up all your 
income and expenses over the whole year, you will come up with a profit/ 
loss (P/L) statement." A P/L statement will tell you what you've earned 
and spent and how much profit you've made over the year. A P/L statement 
includes this .basic information: * 

• how much people paid you in cash and credit sales; 

• how much commission you made orf these sales; and 

•v 

• how much you paid out for different bills. In this category you 
would list what you paid out for salaries^ insurance, repairs and 
maintenance, supplies, telephones, utilities, advertising, etc. \ 



What Is, Net J>r6fit ? * , ' * 

V ^ * 

It would be great'if you could call all the money you made on^your 
year's commissions profit. But this is not so. Once you have paid all' 
your bills, you might find that you made no money or that you paid more 
in bills than you took in during the year. Net profit is the money left 
over af ter you , ve paid all your expenses and bills. In the case of a 
travel agency, revenue is the commission income you made from your total 
sales. Net profit equals revenues minus expenses. 
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Figuring Out Your Profit and Expense Ratios 

You need to know what percent .of your business tended up as profit and 
what percent went to expenses. These are the formulas to use: 



Profit Ratio = 



Net Profit « . Expenses 

Expense Ratio = — r — 
Revenue v , Revenue 



To get the information, you need to qompute these/ratios. You should first 
complete a P/L statement such as the one • f or*Danielle f s agency below: 



PROFIT/LOSS STATEMENT 



Sales 



Cash Sales 
Credit Sales 

TOTAL GROSS SALES 

Commission Income (Revenues) 
' TOTAL 

Expenses 

Salaries 4 
Rent* 

Utilities 
Maintenance 
Supplies 
Telephone 
Advertising 
Accounting & Legal 
Copy Machine 
Insurance * 
Miscellaneous* 
* TOTAL 



Net Pro-fit 



Percent Qf Sales 

Percent of Commission 
Income 



85 



$ 384,720 
$ 615,300 
$1,000,020 



90,000 



$ 31, ,200 

6,600 

■ 1,800 

* 240 

1,800 

3,000 

5,400 

900 

1,260 

■ • . 900 

3,000 

$ 56,100. 
L T"" . 



33.90Q 
3.4% 



37.7% 
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Here are the expense and profit ratios for Gardner's Travel in that 



year: 



n r-i. n Net Profit _ 33,900 „ 0 . „ y 

Profit Ratio- = — = QA AAA = 37.7% ' 

Revenues 90,000 

- „ Expenses 56,100 Vrt 

Expense Ratio = S * AAA = 62.3% 

r • Revenues 90,000* 



How to Raise Ydur Profits 



These are ways you can raise your profits: (1) increase the number 
of sales; (2) focus on higher commission sales (tour packages); and 
(3) reduce your expenses. Your profits may be low for any one of a num- 
ber of reasons. You must find out why your income is down before you can 
decide what to do. 

Increasing the number of tickets you, sell may mean doing jiore adver- 
tising. Look at how your customers learned about your agency so you^can 
put raorfe* energy and money into the areas where you were most successful. 

Remember that you can^t raise prices. However, you can focus on 
selling, tour packages and vacation plans that pay a hS^jer commission. 
Develop advertising themes like "Hawaiian Paradise" for the more profit- 
able tours to-get the attention of vacation customers. 

Reducing expenses can help increase your profits. To do this, you 
will have to look at each expense and figure out where you can "cut , 
; corners" without lowering the quality of your service. 



Expanding Your Service 

> 

You may consider expanding your travel agency to increase sales. If 
the zoning laws allow it, you may add more office space, if you increase 
the amount of sales, »you will also increase the worjk load,. arid you will 

86 
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need more equipment and 'furni tare. You will have to consider hiring more 



employees. The larger your ageticy grows, the less you will be able to 
supervise all details. 

* You should make the decisions to expand your travel agency very 
carefully, with a close J.ook at how much you like the travel business, * 
what type of image and personality you tfant for your agency, and what s 
your future plans are. ^ ^ v 

■ * *■ 

Summary 

¥ou can calculate your business profits by recording your income and 
expenses on a profit/loss' statement. To increase profits, you can. try ta 
increase sales, focus on high commission, sales, or reduce your operating 
expenses. You might also want to expand your business so. that you can 
bri^g^n mote profits in the long run. 
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Learning Activities 



Individual Activitiess 

1. a) Define net profit , profit ratio and expense ratio . What do they 

mean to the success of a travel agency? 
b) What is considered revenue in the travel business? 1 

/ 

/ 

/ * 

2. What are the advantages and disadvantages of focusing on high com- 
mission sales to increase your revenues? 



3. What are the advantages and disadvantages of increasing the number of 
sales to increase yout revenues? 

4. Name two ways to increase your profits. 



Discussion Questions * 

L. tyany travel agency owners do not want tQ, "go big." They don't want 
to expand or* increase- their sales, and they don't want to hire more 
people* . Can you give some reasons for this? - 



2. List as many reaSons as you can why sales and profit in the travel 
business might decline. 



Group Activity * * . . * 

•List as many -things as you can that you would have to-do if you sjran a 
trkvel agency* Here are some examples to^get you started. ^ 

• Review. all the ATC membership requirements and apply for 
membership . 



• Call the telephone company to start phone service 

• Check out several places for the best location 

• Interview people to hire 

• Order paper and supplies 

After you have your list, see how you feel about doing them. Give 
yourself 3 points if you would enjoy doing it, 2 points if you wouldn 1 1 

r 

mirid doing it, 1 point if you would do it but wouldn't like it , and 0 if 
you wouldn't do it, no matter what l There are no "correct answers," and J 
the person with the most points doesn r t "win." The point is for you to 
see if running a travel agency might be for you-. 
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SUMMARY 



This module has been about owning a travel-agency. To 
start a small business, you heed to do lots of planning. 
First you have to be sure that owning a small business is 
right *for you. Then you have to decide what services to 
offer, how to compete, and what legal requirements to meet. 

To pick a good location, you have to find out if cus-* 
tomers would use your business. Then you have to get money 
to start. £*-That«m£ans showing a banker that your idea is a 
good one- 

Being in charge means dividing the -work and hiring good 
workers. Then you must keep track of johs to be done and 
who will do them. j • 9 

Advertising and selling are the ways you get customers. 
The good things you do in the community—for goodwill — will 

v - - - , t 

also bring in business. 

Unlike other businesses, as a travel agency owner, you 
'do not set your own prices. The airlines and other car- 
riers set the prices and_ copai^sion rates. 

Good financial records arfe important so you ^ill know 
how the business is doing. Then you can decide if you can 
expand ybur* business or if you need to cut.it. back. ^ ^ 

la order' to own and operate a successf ul*travel agency, 
you need training, york experience, and the special busi- ' 
ness~ management ' dkiirs7^6^h?«-Travered in this* module. — ¥ou 
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can learn business management skills through business 
classes, experience, or*by using the advice and example of 
an expert. 

t 

You may not makfe a 'lot of money by.owijing a.travel 
agency* However, you would have the personal satisfaction 
of being responsible for your business and making your own 
decisions* Thijk about how important these things are to 
you in considering whether you should start your own travel 
agency* 
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QUIZ 



Your chances of pleasing your customers are greatly 
increased if you: 

a. have a very plush office. * w 

b. zero in on a~ target market. 

c. constantly change the image of your travel ^agency . 

d. expand to include many different types of customers.. 



A travel agency sells: 

a. vacations and tour packages and arrangements. 

b. personalized service and attention. V- 

<* 

c. tickets and reservation 'services. 

d. all of the above. 

Which one .of the following statements is false? 

a. Zbning restrictions exist % to protect the community 
and your neighbors. . 

b. In order to be successful and make commissions, you 
musfmeet all ATC and I ATA rules and regulations. a 

c. When you open your office, you ma} be required to .get 
k use of occupancy certificate. 

d. Since you do a large amount of your business over the^ 
* phone, you don' t^ have to follow work safety codes. 



Which of the following would probably be the best place 
to locate a< travel agency? 

« 

-a. A small farm town 

b. A sn^ll town on the coast 

< 

c. Near "the downtown area of a la/ge city 

d. Near another travel agency* 



•93 



88 



5. When you choose a location for your travel agency, you 

i 

should consider: * 

a*, wherfe your customers live and work. 

b. parking facilities. > 

, - * x 

c. future business plans for the area. , 

d. all of-^he above. 

»6. Information that does not need to be- included in your 
business plan .is * 

a. the number of employees you plan to hire. 

b. the location of your agency and the reasoas why you 
chose this location. 

Ci a complete inventory list. 

d. your management plan and advertising plan. 

i 

7. ' Which of the following would yoy need to include in your t 

statement of financial need? * 

a. , How much money ^ou made on your last job 

b. How much money you have available to invest in your 
agency - 

c. ,How much your parents make % 

d. Copies of your* federal tax forms from the past year 

8. The written job description should be considered as: 

a. an informal agreement between the employer and the 
employee about division of labor. 

b. a formal contract: signed by employer and employee at 
the time, of hiring. 



9.. Xhe following people applied for the job in your travel 
agency. Which person was the, least qualified? 
# a. T^elma Hutton— tthree years' experience in airline 
_^ticke'ting; attractive appearance and good listener, 
•^btit history of illness I m * 

b« David Mower — o**#year sales experience in a. travel 
agency; good first impression, but a littl'$ nervous 
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c. Clarence 'Minor—previous experience with an adver- 
„ , tising firm; chain smoker and messy appearance 

d. Susan Barkov — no experience, but outgoing and lively; 
recent high school graduate; good secretarial skills; 
needs training but is wiping to -learn 

,/ . * 

10. What information is not included oh a ticket? 

a* The class of service, flight number, and travel dates 

b. The type of payment for the ticket J 

c. The commission rate included in the ticket's price 

.1 * 

• V 

11. A work 'schedule is:- 

a. a way of organizing and supervising the work and 
assigning job responsibilities* ' 

b. - the same a$ a job description. 

c. unnecessary if /our employees are well trained and 
know their ^jobs. • f 

d. . of .limited use if your travel agency has its own 

ticketing computer. 

I 

12. The prices of tickets and services in the travel business 
are most directly affected by: 

y a. your 'operating costs and expenses. • 

b. the decisions of £he airlines and other carriers-. s 

1 * 
6. inflation and recession. } * 

d. the amount of commission you decide to charge for 
your setvices. ^ »• 



7 13.--0ver the past year you have sold $500, 000' in ticket 
salps. Your average commission rate .JLaJNL* .. Your 
operaViqg costs 'came to $21,6*00: Calculate your gross 
and pet prbfits from your ticket $ales. . 4 

- • \ - . 
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14. Which one of these suggestions would be least effective 
in designing your agency ad? 

a. List ttyree of the outstanding qualities of your 
agency. 

b. Put action into your words. 



c» Include a distinctive logo or design. 

♦ * 

d. Include as much, information about your agency and 9 

services as you can fit into your ad. 

• * * 

"'IS.* The very first thing every new travel agency owner should, 
> * do to advertise is to: . * ^ 
^Aa. vis/Ltall the large businesses in the area. 
^ b. g&l the advice of an advertising f±rm. ' 
i c. send out ads* to all customers on your mailing lists, 
d. ^jjlace an ad in the Yellow Pages. 



16. Which of the following information cjoes a monthly cash 



r 



sh^et include? 

a. / Cash sales and payment.s 

b. ' Cash sales, payments, and profits 

c. , Cash sales, payments, and debts v 

d. » Cash salelf, payments, profits, and debts t 

17. . When billing a customer, rtris a good idea 'to: 

a. write down a complete list o*f all the different^ 
charges. / ^ * 

b. give the customer his or her* bill &y telephone. 

c. accept only cash payment's. K ^ 
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,6h statement is most true? 



18. Whidh 

a. A lower profit ratio tharx last year'fe means you have 
few customers. ( - 

b. A lower profit ratio than last year's means your 
business is* a failure. 

c. A 'lower profit ratio than last year's means your 
-e xp e n se s grew mo-t-e rapidly than -your sales. 
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49. Which statement is most true for a travel -agency? 

a. Reducing your expenses is one way to increase your 
prof it a. ._ _____ 



*b* Raising your prices is dne way to increase your 
profits. 

c. Dropping your credit customers is one way to increase 
your^ profits. * 

20. Which statement is most true? 

c 

a.. The only way a travel agency can succeed is if it is 

located in an industrial area. 
* b. All travel agencies will need to buy computerized 

equipment in the near future, 
c. A travel agency must* be large to succeed. 
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PROJECT PRODUCTS 



Vocational Discipline 



Entrepreneurship Training Components 

Module Number and Title 
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Agriculture 



Marketing and 
* Distribution 



Health 



Business and 
Office 



Occupational' 9 . 
Home Economics 



Technical 



Trades and 
Industry 
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-Module "1-^ --Getting Down to Business: — What-s-It— Alir-^boutJj 



Module 2 
Module 3 
Module 4 
^Module 5 
Module 6 

Module 7 • - 

Module 8 - 

Module .9 - 

Module 10 - 

Module il - 

Module 12 - 

Module 13 - 

Module 14 - 
Module 15 - 
Module 16 - 

Module 17 - 
Module 18 - 
Module 19 - 
Vodute 10 - 
Module 21 - 



Farm Equipment Repair 
, Tretf S*r*4& * * * 

-♦Garden Center", * 
Fertilizer and Pesticide Service 
Dairy Farming 

Apparel Store 

Specialty Food Store 

Travel Agency 

Bicycle Store ~ " 

\ f 
Flower and Plant Store ^ I 

Busrness and Personal Service 

Innkeeping 
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Nursing Service 
Wheelchair Transportation Service 
Health Spa , 

Ans w e r i ng ' S eAjf e 

Secretarial Service 
Bookkeeping Service * 
Software J)esign Company 
Word Processing Service 



Module 22 - Restaurant Business 
Module 23 
Module 24„ 
Module 25 
Module 26 



Day Care^Center 
Housecleaning Service 
Sewing ^fcrvice 
Home Attendant Service 



Module*27 - Guard Service 
Module 28 - Pest Control Service' 
Module 29 - Energy Specialist Seryice 

Module*30 - Hair Styling Shop * ^ 

Module 31 - Auto Repair, Shop 
Module 32 .-.Welding Business 
Module- 33 - Construction Electrician Business 
Module 34 - Carpenft^ Business 
Mqdule 35 - Plumbing Business 
Module 36 - Air Conditioning and Heating Service 
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Resource^iide of Existing Entrepreneurship Materials 

Handbook on Utilization of the Entrepreneurship Training Cobponents 
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